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The United States Department of Defense and all other Federal Executive Agencies
(“DoD/FEA”) hereby files these comments on the proposed Renewable Energy Standard Tariff
(“REST”) rule revision. Arizona Corporation Commission Staff (“Staff”) ﬁled its comments on
November 3, 2014 and provided a detailed background of the proceedings that led up to this
proceeding, which are accurate and will not be reiterated here. DoD/FEA has been actively
involved in this process, and is active in the Arizona renewable energy market.

DoD/FEA’s testimony and briefs filed in the consolidated DOCKET NOS. E-01345A-
10-0394, E-01345A-12-0290, E-01933A-12-0296, and E-04204A-12-0297 described the various
renewable energy projects DoD/FEA is involf/ed with in Arizona, as well as the various
renewable energy goals and requirements that DoD/FEA is subject to. These projects, including
the Army’s project in partnership with Tucson Electric Power Company at Fort Huachuca, were
further explained in a letter to Commissioner Brenda Burns, which is attached hereto as Exhibit
“A”, in response to Commissioner Burns’s letter to this office.

The attached letter describes in detail the various requirements and goals that DoD/FEA
is subject to, and also discusses the Renewable Energy Requirement Guidance for EPACT 2005

and Executive Order 13423 (“DOE Guidance”) on how DoD/FEA must comply with these




requirements and goals.! It also discusses how it is integral that REC integrity be maintained for
organizations like the U.S. Department of Veterans Affairs (“VA”), which has invested over $50
million on existing solar projects in Arizona without taking incentives from any utility. The VA
has built customer sited solar photovoltaic generation in Phoenix, Prescott, and Tucson,
amounting to over 10.6 MW of capacity collectively and uses its RECs from those facilities to
count toward its Energy Policy Act of 2005 (“EPACT 2005”) and Executive Order 13423
(“EO”) requirements. However, if another organization, utility, or state is claiming the
renewable energy associated with the VA’s RECs, then double counting would occur and the VA
would be unable to use its RECs toward its compliance requirements. Double coﬁnting of RECs
is discussed, defined, and prohibited in the DOE Guidance. The DOE Guidance states, in
pertinent part: |
3.1.4.1 Avoiding Double Counting

RECs that count toward EPACT 2005 and EO13423 Requirements cannot be
double counted[.] ... It is important to protect the credibility of RECs in the
general market where they are traded, and double counting could jeopardize
that credibility. (emphasis added)

3.1.4.2 Double Counting Defined
Double counting occurs when

a) more than one party at the same time claims the renewable energy
attributes from renewable energy generation (as either RECs or as
renewable energy), i.e., the renewable energy is “double sold” to other
customers; or

b) the renewable energy counted toward the agency’s goal is also used to
meet a renewable portfolio standard or other federal, state, or local
regulatory requirement, except for the exemptions provided to projects
initiated prior to final publication of this guidance; or (emphasis added)

¢) non-energy attributes such as emissions credits/allowances or other
environmental attributes are further disaggregated from the renewable
attributes by the renewable energy/REC supplier and sold separately.

! The DOE Guidance is included in Exhibit “A.”




3.2.1 REC Retention Requirements

It is expected that Federal renewable energy use under EPACT 2005 and EO13423 will

result in renewable energy use beyond the existing State renewable portfolio standard

(RPS) goals. Any RECs sold or relinquished to meet State RPS goals or corporate

renewable energy goals that are not replaced with other RECs do not contribute to the

goals established by EPACT 2005 and EO13423. This is to prevent Federal agencies

Jrom claiming credit for renewable energy attributes that are also claimed by other

parties such as states or corporations (see Section 3.1.4.2). Therefore agencies are

required to retain ownership of the RECs from projects in order to count them towards
the EPACT 2005 and EO13423 Requirements. (emphasis added)
DOD/FEA COMMENTS AND CONCERNS ON THE PROPOSED RULE CHANGE

With the DOE Guidance in mind, there are several concerns that are raised when looking
at the current proposed rule change to the REST. It is clear that if the Arizona Corporation
Commission counts renewable energy generated by a customer toward compliance with the
REST, but does not claim or retire the REC associated with that energy, this would be the same
as claiming the REC, and if the customer attempted to use that REC for its own requirements or
sell it in another market, double counting would occur. It appears that this is exactly what would
occur under the new proposed rule change to the REST. This would effectively destroy REC
integrity in Arizona and render RECs associated with the energy produced at facilities like the
VA worthless for use toward its compliance requirements.

The proposed rule change explicitly states that the RECs will remain with the customer
absent an agreement to transfer the RECs, which is consistent with A.A.C. R14-2-1803.
However, the proposed rule changes goés on to say that the utility will report the renewable
energy that it does not claim RECs for, and the Arizona Corporation Commission will
acknowledge that energy, presumably toward the utility’s REST requirements.  This

acknowledgment of energy toward the REST requirements is no different than retiring the REC

associated with that energy. It is clear from the DOE guidance that organizations like the VA




cannot use RECs where a utility claims either the RECs or the renewable energy associated with
those RECs toward a renewable portfolio standard likg the REST.

DoD/FEA, therefore, opposes the proposed rule change, as it is currently drafted. As
long as the proposed rule change seeks to count a customer’s renewable energy toward the REST
requirements without an agreement and compensating the customer for the RECs associated with
that energy, the proposed rule will result in double counting and deprives the customer of its
investment and property without just compensation. DoD/FEA does not support any rule
change that would destroy REC integrity. Through careful drafting and working with
organizations like the Center for Resource Solutions”, an organization that certifies the majority
of RECs in the United States, it should be possible to craft a rule that does not destroy REC
integrity in Arizona and deprive Arizona utility customers of their investments in renewable
energy.

STAFF’S PROPOSED MODIFIACTIONS TO THE PROPOSED RULE CHANGE

Staff has proposed modifications to the proposed rule change to address the concerns
expressed herein. After review of Staff’s comments and proposed changes, it may be that these
changes are sufficient to address the problems with the proposed rule change, to uphold REC
integrity in Arizona, and protect the rights of customers like the VA. However, it may be
prudent to seek the opinion of the Center for Resource Solutions to determine whether this is, in
fact, the case. The Arizona Corporation Commission should be reasonably certain that any
proposed rule change to the REST will maintain REC integrity in Arizona prior to implementing

the rule.

2 Jennifer Martin, the Executive Director of the Center for Resource Solutions, testified on behalf of the Residential
Utility Customers Office in.consolidated DOCKET NOS. E-01345A-10-0394, E-01345A-12-0290, E-01933A-12-
0296, and E-04204A-12-0297.




CONCLUSION

DoD/FEA has invested heavily in solar photovoltaic generation in Arizona. RECs are
used by DoD/FEA for its own Federal renewable energy requirements, or to increase the
economic viability of projects. Any change in REC policy that results in double counting of
RECs could severely inhibit the growth of renewable generation in Arizona, and may result in
the abandonment of future DoD/FEA projects planned in Arizona. Arizona, with its abundance
of sunny days, is a leader in solar renewable energy and it should not adopt policies or rules that
could diminish its standing. Any policy or rule regarding RECs adopted by the Arizona
Corporation Commission should maintain REC integrity and avoid double counting and industry
leaders in the certification of RECs should be consulted with to ensure that customer REC

integrity is maintained.

yle J. Smith  —
General Attorney
Regulatory Law Office (JALS-RL/IP)

Office of the Judge Advocate General

U.S. Army Legal Services Agency

9275 Gunston Road

Fort Belvoir, VA 22060-5546
For

The United States Department of Defense
And

All Other Federal Executive Agencies
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The original and thirteen (13) copies of the foregoing is being transmitted by Federal Expréss
overnight delivery this 6™ day of November, 2014.

Docket Control Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

A copy of same is being served by e-mail or first class mail this 6™ day of November, 2014, to

the following;:

Garry D. Hays

Law Offices of Garry D. Hays, PC

1702 East Highland Avenue, Suite 204

Phoenix, Arizona 85016

ghays@lawgdh.com

Attorney for Arizona Solar Deployment Alliance

C. Webb Crockett

Patrick J. Black
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2394 East Camelback Road
Suite 600

Phoenix, Arizona 85016-3429
wcerockett@fclaw.com

2210 South Priest Drive
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pblack@fclaw.com
John Wallace Bradley Carroll
GCSECA 88 East Broadway Boulevard, MS HQE910

Post Office Box 711
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William P. Sullivan
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Udall & Schwab, PLC
501 East Thomas Road
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Wsullivan@cgsuslaw.com
Attorneys for Mohave Electric Cooperative, Inc.
and Navopache Electric Cooperative, Inc.

Michael W. Patten

Roshka DeWulf & Patten, PLC

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004
mpatten@rdp-law.com

Peggy Gillman

Manager of Public Affairs and
Energy Services

Mohave Electric Cooperative, Inc.

Post Office Box 1045

Bullhead City, Arizona 86430

pgillman@mohaveelectric.com

Deborah R. Scott

Thomas L. Loquvam

Arizona Public Service Company
400 North 5™ Street, MS 8695
Phoenix, Arizona 85004
Deb.Scott@pinnanclewest.com

Thomas.Loquvam@pinnaclewest.com

Tyler Carlson

Chief Operating Officer

Mohave Electric Cooperative, Incorporated
Post Office Box 1045

Bullhead City, Arizona 86430

tcarlson@mohaveelectric.com

Gregory L. Bernosky

Arizona Public Service Company
400 North 5" Street, MS 9708
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Gregory.Bernosky@aps.com
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Charles Moore

Navopache Electric Cooperative, Inc.
1878 West White Mountain Boulevard
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cmoore@navopache.org

Anna Lands

Cascabel Working Group
6520 Casabel Road
Benson, Arizona 85602

Court S. Rich

Rose Law Group pc

7144 East Stetson Drive
Suite 300

Scottsdale, Arizona 85251

crich@roselawgroup.com

Lawrence V. Robertson, Jr.
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tubaclawyer@aol.com

Ruel Rogers

The Morenci Water & Electric Company

Post Office Box 68

Morenci, Arizona 85540
Ruel_RogersJr@fmi.com

Edward Burgess

Kris Mayes Law Firm

1 East Camelback Road, Suite 550
Phoenix, Arizona 85012

eburgess@krismayeslaw.com

Creden Huber
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David Berry
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Daniel Pozefsky
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Kevin Koch
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Kirk Gray
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Michael Neary

Arizona Solar Energy Industries Association
111 West Renee Drive

Phoenix, Arizona 85027

mneary(@arizonasolarindustry.org

Karen Cathers
Trico Electric Cooperative, Inc.

Craig Marks
Craig A. Marks, PLC

Post Office Box 930 10645 North Tatum Boulevard

Marana, Arizona 85653-0930 Suite 200-676
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Craig.Marks@azbar.org

Roy Archer Steve Lunt

Ajo Improvement Company Duncan Valley Electric Cooperative
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Annie Lappe

Rick Gilliam

The Vote Solar Initiative
1120 Pear! Street, Suite 200
Boulder, Colorado 80302

annie@votesolar.org
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Karen S. White, Staff Attorney

U.S. Air Force Utility Law Field Support Center
AFLOA/JACL-ULFSC

139 Barnes Drive
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karen.white@tyndall.af.mil
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Squire Sanders (US) LLP
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Scott S. Wakefield
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Joe King
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Ken Baker
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Greg Bass

Noble Americas Energy Solutions
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Laura Paim Belmar

Morgan Stine

Green Earth Energy & Environmental, Inc.
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Douglas V. Fant

Law Offices of Douglas V. Fant
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Patrick Serfass

Renewable Energy Markets Association
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DEPARTMENT OF THE ARMY
UNITED STATES ARMY LEGAL SERVICES AGENCY
9275 GUNSTON ROAD
FORT BELVOIR, VIRGINA 22060-5546

REPLY TO April 4,2013
ATTENTION OF
Regulatory Law Office

VIA U.S. MAIL AND ELECTRONIC MAIL
Commissioner Brenda Burns
Arizona Corporation Commission

1200 West Washington Street
Phoenix, Arizona 85007
Subject: DoD/FEA’s Response to Commissioner Burns’ March 24, 2014 Amended
Correspondence
Re: Docket Nos. E-01345A-10-0394; E-01345A-12-0290; E-01933A-12-0296;

E-04204A-12-0297 (Consolidated) — Track and Record and Potential Alternatives

Dear Commissioner Bumns:

Thank you for your letter and the opportunity to clarify the issues raised therein to assist the
Commission in the above referenced matter. I am happy to provide further information on the
project at Fort Huachuca, and to discuss the various renewable energy requirements applicable to
the Department of Defense and all other Federal Executive Agencies (“DoD/FEA”). As will be
discussed herein, DoD/FEA maintains the position that Renewable Energy Credit (“REC”)
integrity, and the REC owner’s ability to use their RECs for their own purposes or to transfer
them as they see fit, should be maintained.

I’d like to start by explaining more clearly the various renewable energy requirements that apply
to DoD/FEA. These requirements were also detailed in the Direct Testimony of Kathy Ahsing,
P.E. on pages five through seven and DoD/FEA’s Brief. DoD/FEA has three separate Federal
requirements. The renewable energy requirements that apply to DoD/FEA are:

e The National Defense Authorization Act (2007) (“NDAA”) — The NDAA established
a renewable energy goal applicable to the Department of the Army (“Army”), the

Department of the Navy (“Navy”), and the Department of the Air Force (“Air Force™).
Pursuant to the NDAA, Army, Navy, and Air Force each have the goal to consume one
gigawatt of renewable energy by 2025, for a total of three gigawatts by 2025. RECs are
not used to measure compliance with the goals established by the NDAA. If energy
consumed is generated from a renewable facility, it can be counted toward the NDAA
goals.

o Energy Policy Act of 2005 (“EPACT”) — EPACT requires that not less than 7.5% of
electric energy consumed by DoD/FEA must be renewable energy. Unlike the NDAA,
the requirements of EPACT are applicable to all DoD/FEA. RECs are used to measure
compliance with the requirements of EPACT.

DOD/FEA
EXHIBIT "A"




o Executive Order 13423 (“EO”) — EO requires that Federal agencies ensure that “(i) at
least half of the statutorily required renewable energy [EPACT] consumed by the agency
in a fiscal year comes from new renewable sources, and (ii) to the extent feasible, the
agency implements renewable energy generation projects on agency property for agency
use.” The requirements of the EO are applicable to alt DoD/FEA. RECs are used to
measure compliance with the requirements of the EO. '

As indicated above, NDAA does not retire RECs to measure compliance, but EPACT and EO
do. The Army starts from the position that RECs should be retained for its own use toward
EPACT and EO requirements. However, there are some instances where RECs can be sold or
transferred to make projects more cost effective, if the project is not owned by the Army.! If the
- Army owns a renewable energy generation facility, then it is required to retain the RECs and
must not transfer those RECS to any third-party.>

The Department of Energy has issued its Renewable Energy Requirement Guidance for EPACT
2005 and Executive Order 13423 (“*DOE Guidance™), which outlines how DoD/FEA must use
RECs to comply with the requirements of EPACT and the EQO.> Double counting of RECs is
discussed, defined, and prohibited in the DOE Guidance. The DOE Guidance states, in pertinent
part:

3.1.4.1 Avoiding Double Counting

RECs that count toward EPACT 2005 and EO13423 Requirements cannot be
double counted[.] ... It is important to protect the credibility of RECs in the
general market where they are traded, and double counting could jeopardize that
credibility.*

3.1.4.2 Double Counting Defined
Double counting occurs when

a) more than one party at the same time claims the renewable energy

“attributes from renewable energy generation (as either RECs or as

rencwable energy), i.e., the renewable energy is “double sold” to other
customers; or '

b) the renewable energy counted toward the agency’s goal is also used to

meet a renewable portfolio standard or other federal, state, or local

' See May 24, 2012 Memorandum on Department of the Army Policy for Renewable Energy Credits
guttached hereto for your review at 5(c).
id.
% The DOE Guidance is attached hereto for your review and was also filed as a DoD/FEA exhibit.
* See DoE Guidance at page 6.




regulatory requirement, except for the exemptions provided to projects
initiated prior to final publication of this guidance; or

c) non-energy attributes such as emissions credits/allowances or other
environmental attributes are further disaggregated from the renewable
attributes by the renewable energy/REC supplier and sold separately.’

3.2.1 REC Retention Requirements

It is expected that Federal renewable energy use under EPACT 2005 and
EO13423 will result in renewable energy use beyond the existing State renewable
portfolio standard (RPS) goals. Any RECs sold or relinquished to meet State
RPS goals or corporate renewable energy goals that are not replaced with other
RECs do not contribute to the goals established by EPACT 2005 and EO13423.
This is to prevent Federal agencies from claiming credit for renewable energy
attributes that are also claimed by other parties such as states or corporations
(see Section 3.1.4.2). Therefore agencies are required to retain ownership of the
RECs from projects in order to count them towards the EPACT 2005 and
EO13423 Requirements.®

With respect to the renewable energy project at Fort Huachuca, Tucson Electric Power (“TEP”)
is funding, owning, and operating the solar PV project. Since TEP has agreed to fund, own, and
operate the solar PV project, it only makes sense that TEP would also retain the RECs from its
own solar PV project. Because TEP is retaining the RECs from the solar PV project at Fort
Huachuca, the Army is not counting any of the rencwable generation from the Fort Huachuca
project toward EPACT or EO goals. Army chose this route in this instance because it provides a
way to procure renewable energy at the price of conventional energy. Since the NDAA goals do
not use RECs, however, Army is able to count its use of the energy from the Fort Huachuca
project toward the NDAA one gigawatt goal.

Other projects have been developed by other Federal agencies in Arizona that are structured
differently. At Davis-Monthan Air Force Base, Air Force contracted with a third-party
developer to own and operate the solar PV project there. Air Force explicitly exchanged the
RECs with the third-party developer in its purchase power agreement to reduce the costs of the
renewable energy from that project. Pursuant to the DOE Guidance at Section 3.2.2, Air Force
then7 procures lower cost replacement RECs to count toward the requirements of EPACT and the
EO.

The Department of Veterans Affairs (“VA”) has invested over $50 million of its own funds on
solar PV projects in Arizona without taking incentives from any utility, and has built over 10.6
megawatts of capacity, with future investments planned. The VA uses the RECs generated from

® Id. at page 7 (emphasis added)

® I1d. at page 8 (emphasis added) _

7 Id. | have not reviewed the Davis-Monthan Air Force Base Purchase Power Agreement. This statement
is made based on information and belief.




its Arizona projects to count toward its EPACT and EO goals. If the Commission were to
implement a policy where Arizona utilities are allowed to take the VA’s RECs from the projects
the VA funded completely that it owns and operates, the Commission would be effectively
denying VA a benefit of its significant investment and would be precluding the VA from using
its own RECs to meet the requirements of EPACT and the EO.

As you can see from the above, there is no inconsistency between what is being done at Fort
Huachuca and DoD/FEA’s position in this Docket. The energy consumed from the Fort
Huachuca project will be used to count toward NDAA goals, but will not be used to count
toward the requirements of EPACT or the EO. Furthermore, Army is not purchasing
replacement RECs to count toward EPACT or EO requirements in association with the Fort
Huachuca project, so this project will not count in any way toward EPACT or EO requirements.
The Fort Huachuca project, however, is just one project; other Federal agencies structure
renewable energy projects — including how RECs from those projects are used - differently, and
Army may use RECs from future projects differently.

DoD/FEA understands the Commission’s desire to ascertain how much renewable energy is
being produced on Arizona’s electric grid, it just does not support a method of doing this that
would destroy REC integrity in Arizona, thereby eliminating the customer’s ability to determine
how to use their own RECs and the credibility of RECs in the general market. In fact, Arizona
utilities are already able to determine exactly how much renewable energy is being produced in
Arizona today under the current rules with the use of smart meters. A solution can be reached
where this information is reported in a way that does not implicate double counting and
maintains REC integrity, so that Commission’s goals are met and customers can continue to
determine how they will use their own RECs.

I hope I have sufficiently answered your questions and clarified the issues that you raised. I am
happy to provide further information or explanation, if needed, regarding DoD/FEA’s testimony,
exhibits, and briefs filed in this Docket. If you have any other questions or concerns, please do
not hesitate to contact me.

.S
General Attorney
Regulatory Law Office (JALS-RL/IP)
Office of the Judge Advocate General
U. S. Army Legal Services Agency
9275 Gunston Road

Fort Belvoir, VA 22060-5546
kyle.j.smith124.civ@mail.mil

Enclosure: DOE Guidance; May 24, 2012 Memorandum on Department of the Army Policy for
Renewable Energy Credits

Cc: Parties of Record
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Federal Renewable Energy Requirement Guidance for EPACT
2005 and EO 13423
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Federal Renewable Energy Requirement Guidance Under EPACT 2005
and Executive Order 13423

1. Authority

The authority for this guidance is based on Section 203, FEDERAL PURCHASE
REQUIREMENT of the Energy Policy Act of 2005 (42 U.S.C. 15852) and Executive
Order 13423, Strengthening Federal Environmental, Energy, and Transportation
Management (72 FR 3919; January 24, 2007), and the instructions and guidance
distributed by the Chairman of the Council for Environmental Quality for the
implementation of the Executive Order.

1.1 Energy Policy Act of 2005

The Energy Policy Act of 2005 (“‘EPACT 2005;” Pub. L. 109-58) requires, in part, that the
President, acting through the Secretary of Energy, shall seek to ensure that, to the
extent economically feasible and technically practicable, of the total amount of electric
energy the Federal government consumes during any fiscal year, the following amounts
shall be renewable energy:

a) Not less than 3 percent in fiscal years 2007 through 2009
b) Not less than 5 percent in fiscal years 2010 through 2012

c) Not less than 7.5 percent in fiscal year 2013 and each fiscal year
thereafter

Section 203 (a) of EPACT 2005. (42 U.S.C. 15852(a))

1.2 Executive Order 13423
Executive Order (EO)13423 requires that agencies:

[Elnsure that (i) at least half of the statutorily required renewable
energy consumed by the agency in a fiscal year comes from new
renewable sources, and (i) to the extent feasible, the agency
implements renewable energy generation projects on agency
property for agency use.

1.3 Guidance

This guidance, promulgated by the Department of Energy’s Federal Energy
Management Program (FEMP), specifies the conditions for agencies to meet the
E013423 and the EPACT 2005 Requirements. Each agency should meet the EO13423
Requirement as well as the EPACT 2005 Requirement.
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2. Definitions

2.1 Overview of Renewable Energy Sources and Conversion Factors

The EPACT 2005 and EO13423 Requirements will be based on the “total amount of
electric energy the Federal government consumes during any fiscal year”' for all
facilities, those subject to EPACT 2005 goals and excluded, domestic and international.
This is consistent with Federal energy management requirements in Title V of the
National Energy Conservation Policy Act (“NECPA”; Pub. L. 95-619), which specifically
apply to Federal buildings, meaning: “any building, structure, or facility, or part thereof,
including the associated energy consuming support systems, which is constructed,
renovated, leased, or purchased in whole or in part for use by the Federal Government
and which consumes energy; such term also means a collection of such buildings,

structures, or facilities and the energy consuming support systems for such collection.”

For purposes of this guidance and reporting energy use under section 543 of NECPA®
and EO13423, small on-site, renewable energy generation projects that do not incur fuel
costs, are un-metered, and are located on the customer side of a facility’s energy meter
impact purchased energy in the same manner as an energy conservation project.
Therefore they will not be included in the total Btu per gross square foot calculations
used for energy efficiency goals.

2.2. Renewable Energy Sources Qualified to Count Toward the EPACT 2005 and
EO13423 Requirement

The following sections explain how EPACT 2005 and EO13423 Requirements apply to
different types of renewable energy sources.

2.2.1 Renewable Energy Sources of Electricity Qualified to Count Toward the
EPACT 2005 Requirement

Electric energy from all of the renewable energy sources that satisfy the definitions and
qualifications explained in sections 2.2.3 through 2.2.13 may be counted towards the
EPACT 2005 Requirement.

2.2.2 New Renewable Energy Sources Qualified to Count Towards the EO13423
Requirement

Electric energy from all of the renewable energy sources that satisfy the definitions and
qualifications explained in sections 2.2.3 through 2.2.13 may be counted towards the
EO13423 Requirement. Agencies may also count qualified non-electric energy from
new renewable energy sources of the types detailed in sections 2.2.3 though 2.2.13.
Examples include but are not limited to thermal energy from solar ventilation pre-heat
systems, solar heating and cooling systems, solar water heating, ground source heat
pumps, biomass heating and cooling, thermal uses of geothermal and ocean resources.
Examples of mechanical energy include pumps driven by wind power and mechanical

! Section 203 (a) of EPACT 2005 (42 U.S.C. 15852(a))
2 Section 8259 of NECPA (42 U.S.C. 8259(6))
% Section 543(a)(1) of NECPA (42 U.S.C. 8253(a)(1))
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applications of qualified hydro resources. Lighting examples include daylighting
technologies.

2.2.2.1 New Renewable Energy Sources

In order for a renewable energy source, either electric or non-electric, to qualify as a new
renewable energy source for the purpose of meeting the EO13423 Requirement, the
renewable energy source must be placed into service after January 1, 1999.*

2.2.2.2 Conversion to Electric Energy Equivalent

Conversion of non-electric energy to an electric equivalent will be based on methods
described in DOE’s reporting guidance for the Annual Report on Federal Government

Energy Management (www.eere.energy.gov/femp/about/reporting_guidance.html).

2.2.3 Biomass

Under the definition in section 203 of EPACT 2005, the term “biomass” means any lignin
waste material that is segregated from other waste materials and is determined to be
non-hazardous by the Administrator of the Environmental Protection Agency, and any
solid, non-hazardous cellulosic material that is derived from the following:

a) Any of the following forest-related resources: mill residues, precommercial
thinnings, slash, and brush, or nonmerchantable material

b) Solid wood waste materials, including waste pallets, crates, dunnage,
manufacturing and construction wood wastes (other than pressure-treated,
chemically treated, or painted wood wastes), and landscape or right-of-way
tree trimmings, but not including municipal solid waste (garbage), gas derived
from the bio-degradation of solid waste, or paper that is commonly recycled

c) Agricultural wastes, including orchard tree crops, vineyard, grain, legumes,
sugar, and other crop by-products or residues, and livestock waste nutrients

d) A plant that is grown exclusively as a fuel for the production of electricity
Section 203 (b)(1) of EPACT 2005 (42 U.S.C. 15852(b)(1))

2.2.4 Waste to Energy

Municipal solid waste and refuse-derived fuels are included.

2.2.5 Landfill Gas

Landfill gas is the methane generated as waste decomposes. Wastewater treatment
digester gas and other gas derived from the bio-degradation of waste also qualify under
this category.

2.2.6 Geothermal Energy

This category includes electric energy from geothermal sources.

* _Executive Order 13423, Sec. 9(g)
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2.2.7 Solar Energy

Solar energy for production of electrical energy includes but is not limited to
photovoltaics and concentrating solar power.

2.2.8 Ocean Energy

Ocean Energy includes but is not limited to electric energy from tidal, wave, current, and
ocean thermal energy conversion (OTEC).

2.2.9 Hydropower

For the purpose of the EPACT 2005 requirement, hydropower energy qualifies as
renewable energy if it is from new hydroelectric generation capacity achieved from
increased efficiency or addition of new capacity at an existing hydroelectric project.
Hydroelectric generation capacity is “new” if it was placed in service after January 1,
1999, consistent with the definition of new in EO1 3423°

2.2.10 Hydrokinetic

Hydrokinetic energy technology extracts energy from moving water without relying on
dams to create hydrostatic energy potential. Hydrokinetic energy is also known as ‘run of
river’. Hydrokinetic energy used as electricity qualifies as renewable energy for meeting
the EPACT 2005 and EO13423 Requirement. ©

2.2.11 Wind Energy

All sources of wind energy are included.

2.2.12 Renewable Energy Certificates or RECs From Qualifying Sources

Renewable Energy Certificates (RECs) -- also known as green tags, green energy
certificates, renewable energy credits, or tradable renewable certificates, -- represent the
technology and environmental (non-energy) attributes of energy generated from
renewable sources.” Renewable energy credits for electricity are usually sold in 1
megawatt-hour (MWh) units. A certificate can be sold separately from the mega-watt
hour of generic electricity with which it is associated. This flexibility enables customers to
offset a percentage of their annual energy use with certificates generated elsewhere.

. RECs provided to meet the requirements of this Guidance must come from sources that
meet all requirements of this guidance. RECs from renewable sources of electricity
defined in this section may be used to meet the EPACT 2005 Goal and EO13423 goal.
RECS from “new” renewable sources of electricity may be used to meet the requirement
of EO13423.

RECs from non-electric sources of renewable energy may also be used to meet the
EO13423 Requirement concerning new sources of renewable energy. Their contribution
will be reported under the EO13423 Requirement, but they cannot be used to meet the
EPACT 2005 Requirement.

® Executive Order 13423, Section 9(g)

8 March 29, 2007 Instructions for Implementing Executive Order 13423 at
http://iwww.ofee.gov/eo/eo13423_instructions.pdf.

7 See EPA definition at www.epa.gov/greenpower/whatis/glossary.htm
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2.2.13 Non-energy Attributes
Non-energy attributes of renewable energy include, but are not limited to, the following:

a) any avoided emissions of pollutants to the air, soil, or water such as sulfur
dioxide (SOy,), nitrogen oxides (NO,), carbon monoxide (CQ), and mercury;

b) any other pollutant that is now or may in the future be regulated under the
pollution control laws of the United States; and

¢) avoided emissions of carbon dioxide (CO.) and any other greenhouse gas, along
with the RECs reporting rights to these avoided emissions.®

3. Requirements for Renewable Energy from Projects, Purchases, and RECs to
Qualify as Federal Renewable Energy Consumption

3.1 Introduction

3.1.1 New Renewable Energy Requirement of EO13423

Section 2 (b) of EO13423 requires that at least half of the statutorily required renewable
energy consumed by an agency in a fiscal year comes from new renewable sources. In
practice this means that in any fiscal year, for purposes of compliance with EO13423,
agencies can report the use of electricity from qualified renewable energy sources
placed in service on or before January 1, 1999 to meet the following percentages of their
total electricity use: 1.5% from 2007 to 2009, 2.5% from 2009 to 2013, and 3.75% from
2013 onward. They can meet the requirement for new sources by:
1. using electricity from qualified new renewable sources of electricity built after
January 1, 1999 and/or
2. using non-electric energy from qualified new renewable sources built after
January 1, 1999;

3.1.2 How the EO13423 Requirement impacts the EPACT 2005 Goal

EO13423 requires that agencies use new renewable energy sources equal to half of the
EPACT 2005 renewable energy requirement. While EPACT 2005 only allows electricity
from renewable energy sources, EO13423 allows agencies to use new non-electric
renewable energy sources to meet the requirement for new renewable energy.

However, these non-electric renewable energy sources cannot be used to meet the
EPACT 2005 requirement. The table below shows the differences between the two
requirements.

8 Based on Bonneville Environmental Foundation public comments to ERT Uniform National
Certification Standard for EcoPower RECs, submitted to DOE in support of BEF comments.
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Comparison of EO13423 and EPACT 2005 Renewable Energy Goals

2007- | 2009- 2013 Caninclude | New or old
2009 2012 onward new non- source?
electrical?
EO13423 new renewable No,
energy sources minimum 1.5% 25% 3.75% Yes exclusively
requirements new
EPACT 2005 total minimum
renewable energy 3% 5% 7.5% No Yes

requirements

For example, using only electricity from renewable energy sources an agency can meet
the EO13423 and EPACT 2005 requirement in 2008 with 1.5% of its electricity from new
renewable energy sources of electricity and 1.5% from old renewable energy sources of
electricity, for total renewable energy use of 3%. At the other extreme, in 2008 an
agency could use new non-electric renewable energy sources equivalent to 1.5% of its
electricity use to satisfy the EO13423 requirement, and then use only old renewable
energy sources of electricity to meet 3% of its electricity use to satisfy the EPACT 2005
requirement, for a total of an equivalent of 4.5% of its electricity use from renewable
energy. In between these extremes agencies can use any combination of new non-

electric and electric renewable energy sources necessary to meet the EO13423

requirement.

These goals represent minimums only; agencies are encouraged to establish higher
internal goals (see section 3.6). Once an agency has met EO13423’'s Requirement for

new source renewable energy and EPACT 2005 Requirement for total renewable
energy, agencies should report any amount of new or old renewable electricity

consumption that exceeds the goal.

3.1.3 Consumption Requirement

Section 203 of EPACT 2005 specifies that renewable energy must be consumed to be
credited toward the Requirement. (42 U.S.C. 15852(a)) The following paragraphs
describe how projects and purchases qualify as consumed or used electricity in order to

be counted toward the EPACT 2005 Requirement.

Non-electric renewable energy used to meet the EO13423 Requirement for new

renewable energy must also be consumed, therefore non-electric energy from
renewable sources must meet the same qualifications as electricity from renewable
energy described in the following paragraphs.

3.1.4 Double Counting

3.1.4.1 Avoiding Double Counting

RECs that count toward the EPACT 2005 and EO13423 Requirements cannot be double
counted except under the bonus specified in EPACT 2005 section 203, subsection (c).
(42 U.S.C. 15852(c)) The statutory “bonus” is discussed in sections 3.1.4.3 and 3.4
below. It is important to protect the credibility of RECs in the general market where they

are traded, and double counting could jeopardize that credibility.
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3.1.4.2 Double Counting Defined
Double counting occurs when

a) more than one party at the same time claims the renewable energy attributes
from renewable energy generation (as either RECs or as renewable energy), i.e.,
the renewable energy is "doubie sold" to other customers; or

b) the renewable energy counted toward the agency’s goal is also used to meet a
renewable portfolio standard or other federal, state, or local regulatory
requirement, except for the exemptions provided to projects initiated prior to final
publication of this guidance; or '

c) non-energy attributes such as emissions credits/allowances or other
environmental attributes are further disaggregated from the renewable attributes
by the renewable energy/REC supplier and sold separately.

3.1.4.3. Bonus under Section 203 of EPACT 2005

Section 3.4 of this guidance discusses the bonus credits that are allowed under section
203(c) of EPACT 2005.The bonus allowed by section 203(c) of EPACT 2005 is not
considered double counting. The bonus will be implemented by accounting for it in
agency reporting. This bonus is specified by law, addresses only accounting internal to
the Federal government, and should not negatively impact the general REC market.

The bonus is not available to non-electric renewable energy sources used by agencies
to meet the EO13423 Requirement for use of renewable energy generated from new
sources.

3.1.5 Including Non-energy Attributes in Renewable Energy and RECs

For Renewable Energy or RECs to count under the EPACT 2005 Requirement or the
EO13423 Requirement, both the renewable attributes and the non-energy attributes
must be retained by the agency, retired, or precluded from transfer to a third party.

3.2 On-site Renewable Energy Projects, Government-Owned Projects and
Distributed Generation

Executive Order 13423 section 2 (b)(ii) requires that to the extent feasible, agencies
implement renewable generation projects on agency property for agency use. The
instructions for EO13423 include guidance on increasing use of renewable energy in
Energy Savings Performance Contracts (ESPCs) and Utility Energy Savings Contracts
(UESCs) including bundling measures with short and long-term paybacks to create cost-
effective contracts to expand on-site renewable energy projects. Where life-cycle cost
effective, each agency shall implement distributed generation systems in new
construction or retrofit projects, including renewable systems such as solar electric, solar
lighting, geo (or ground coupled) thermal, small wind turbines, as well as other
generation systems such as fuel cell, cogeneration, or highly efficient alternatives. In
addition, agencies are encouraged to use distributed generation systems when a
substantial contribution is made toward enhancing energy reliability or security. More
information is available in the March 29 EO13423 instructions at

http://www.ofee.gov/eo/eo013423 _instructions.pdf.
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3.2.1 REC Retention Requirements

It is expected that Federal renewable energy use under EPACT 2005 and EO13423 will
result in renewable energy use beyond the existing state renewable portfolio standard
(RPS) goals. Any RECs sold or relinquished to meet State RPS goals or corporate
renewable energy goals that are not replaced with other RECs do not contribute to the
goals established by EPACT 2005 and EO13423. This is to prevent Federal agencies
from claiming credit for renewable energy attributes that are also claimed by other
parties such as states or corporations (see Section 3.1.4.2). Therefore agencies are
required to retain ownership of the RECs from projects in order to count them towards
the EPACT 2005 or EO13423 Requirements. These requirements also apply to all
sources of RECs, including non-electric renewable energy sources.

Renewable energy from projects built on-site at a Federal facility or owned by a Federal
agency but installed on non-Federal land or waterways may qualify to be counted toward
the EPACT 2005 or EO13423 Requirements where

a) (i) the renewable energy is produced and used on-site (i.e., the renewable
energy produced by the project is on the facility side of the meter and the
power/energy is not sold to others), or

(ii) the renewable energy is produced by a renewable energy project owned by a
Federal agency but installed on private land or waterways (for example, off-grid
installations that power remote sensing equipment or buoys) and

b) the renewable energy and non-energy attributes are not sold or otherwise
allowed to be transferred from the site.

Retention of a REC that explicitly states that the Federal agency retains or precludes
transfer to other parties of all renewable energy and non-energy attributes of the project
is the best evidence of meeting this standard.

Existing projects where the agency can show that it uses the energy produced but where
there is no agreement or contract that addresses the disposition of the RECs and non-
energy attributes of the project shall receive full credit so long as the RECs and/or non-
energy attributes are not explicitly sold or transferred in the future. See Section 3.4 for a
discussion on how bonuses for these on-site projects are credited and the treatment of
RECs from these projects. For non-electric on-site projects, for example thermal
projects where there is no market for RECs, a document or clause stating that the
Federal agency retains or precludes transfer to other parties of all renewable energy and
non-energy attributes of any renewable energy produced by on-site projects is
recommended. ‘

3.2.2 REC Trading

The requirement to retain RECs does not preclude trading or swapping RECs. Agencies
may arrange for the sale of RECs from on-site renewable projects and arrange for the
proceeds to be used to acquire RECs from other locations and/or renewable resources.
Agencies may also arrange for direct swaps of RECs with other renewable energy
projects. This “REC Swap” option is designed to encourage innovative projects and to
improve project cost-effectiveness, while retaining the concept that a specific REC is not
double counted, except as specified in EPACT 2005 Section 203 (c). See Section 3.4 for
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a discussion on how bonuses for these on-site projects are credited and the treatment of
RECs from these projects.

3.2.2.1 REC Swaps Allowed at Agency Level

Swaps may be arranged at the reporting agency level, but must be documented. Swaps
will not be allowed between reporting agencies, although agencies may arrange
purchases of RECs from each other. This allows an agency to apply RECs purchased
from other sources to cover the renewabie energy production from any on-site project in
the agency even if the RECs from the project were not retained, and to claim any bonus
credit available because the project is on Federal or Indian land. For the EPACT 2005
Requirement the RECs an agency receives in a swap or trade must come from qualified
renewable energy sources of electricity.

3.2.2.2 REC Swaps and Non-Electric Renewable Energy Sources

To meet the new renewable energy provisions of the EO13423 Requirement agencies
may swap RECs from non-electric renewable energy sources. However, non-electric
renewable energy sources produced on Federal or Indian lands cannot receive a bonus
even if they are swapped or traded for RECs from a renewable source of electricity.
RECs for renewable sources of non-electric energy must come from projects placed in
service after January 1, 1999, to qualify for the new renewable energy provisions of the
EO13423 Requirement, and to be reported as progress toward meeting the EO13423
Requirement.

3.2.2.3 REC Swap Example for Electric Renewable Energy Sources

Under the EPACT 2005 Requirement if an agency has a project that produces 100 MWh
of qualified renewable energy on its lands but sold the RECs for the project, it would not
receive credit for the 100 MWH produced or the 100 MWH of bonuses for siting the
project on Federal lands. However, the agency can purchase 100 MWhs of RECs from
other sources of renewable electricity to swap for the RECs it sold. The agency could
then count the 100 MWH produced by the project and covered by the purchased RECs
and claim the 100 MWH bonus, for a total of 200 MWH, including the RECs. This
energy would also count toward the EO13423 Requirement.

3.2.2.4 REC Swap Example for Non-Electric Renewable Energy Sources

Under the EO13423 Requirement, if an agency has a project that produces BTUs,
mechanical energy or light that is the equivalent of 100 M\Wh of qualified renewable
energy from a new source of non-electric energy placed in service after January 1, 1999,
but sold the RECs for the project, it would not receive credit for the 100 MWh equivalent
in meeting the new renewable energy provisions of the EO13423 Requirement.
However, the agency can purchase 100 MWhs of RECs from other new renewable
sources of electric, mechanical or thermal energy placed in service after January 1, 1999
to swap for the RECs it sold. However, because the original project on Federal lands
was a renewable source of non-electric energy, it cannot qualify for any bonus. The
most the agency can claim toward meeting the new renewable energy requirement
under the EO13423 Requirement is 100 MWh. This provision allows agencies to swap
high-value RECs from an agency project for less expensive RECs to help reduce project
costs. If the thermal project was placed in service on or before January 1, 1999, it
cannot contribute to the EO13423 Requirement at all.
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3.2.3 Grandfathering Exemption for Projects Initiated Before Final Publication of
This Guidance

As a transition, renewable energy from on-site or government-owned projects initiated
before final publication of this guidance will not have to meet the REC retention
requirements stated in section 3.2.1, as long as they comply with the other requirements
in this guidance. The best proof that a project was initiated prior to the publication of
guidance is an issued request for proposal for the project. Projects that can be shown to
be part of a documented acquisition plan approved prior to publication of this guidance
will also be grandfathered.

Projects initiated prior to final publication of this guidance that will produce and use
renewable energy on-site or that are owned by the government are exempted from the
REC retention requirement in order to accommodate situations where the agency cannot
meet the requirement.

These projects count toward the EPACT 2005 and EO13423 Requirement even if the
RECs must be transferred to a state, locality, or utility to obtain support for the project
from a renewable portfolio standard or incentive program.

Agencies should make clear in any document concerning RECs from projects initiated
before final publication of this guidance, that the RECs cannot be transferred by the
agency or utility into the voluntary market beyond the original recipient because their
renewable energy and non-energy attributes have already been claimed under the
EPACT 2005 Requirement or the EO13423 Requirement.

Projects based on new renewable energy sources of non-electric energy may also be
grandfathered under these provisions, but can only be counted toward the EO13423
Requirement.

All Grandfathering exemptions will expire as of September 30, 2011.

3.2.4 On-Site Projects No Longer Restricted by January 1, 1990 Start Date.

EO13423 revoked EO13123 and therefore revoked its accompanying guidance which
required that all renewable energy claimed for the Federal renewable energy goal must
come from projects built after January 1, 1990. All on-site renewable energy projects
that produce electricity can count toward the EPACT 2005 Requirement regardless of
their installation date, provided the agency meets the requirements in section 3.1.1 of
this guidance and section 2 (b) of EO13423 that directs agencies to meet half of their
statutory goal with new renewable resources placed in service after January 1, 1999.
See section 3.4 of this guidance for a discussion of how this relates to the bonus for
installation on Federal or Indian lands.

For renewable sources of non-electric energy used to meet the EO13423 Requirement,
only projects placed in service after January 1, 1999 can be counted.

3.3 Purchases of Renewable Energy/RECs

For purposes of the EPACT 2005 and EO13423 Requirements, purchases of RECs are
treated the same as renewable energy purchases. This is an established, standard
practice within the private sector. This also means that a REC must be from a qualified
renewable source of electricity to count toward the EPACT 2005 Goal. RECs from
qualified renewable sources of non-electric energy can only be used to meet the
EO13423 Requirement.
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3.3.1 Purchases Qualified for Credit

Purchased renewable energy and RECs may only be counted against the EPACT 2005
or EQ13423 Requirements when the renewable and non-energy attributes are retained
by the agency, retired, or precluded from transfer to a third party. Therefore, agency
purchases of renewable energy/RECs should include contract language that explicitly
states that the Federal agency retains or precludes transfer to other parties of all
renewable energy and non-energy attributes of any renewable energy/RECs that they
purchase.

Guidance and sample language regarding this requirement will be updated periodically
as industry practice and market conditions change over time and will be available on the
FEMP website at http.//www1.eere.energy.gov/femp/about/legislation.html.

3.3.2 Grandfather Clause for Purchases Before Guidance Issue Date

RECs or renewable energy purchases contracted prior to final publication of this
guidance that do not currently meet these requirements, but do comply with the
guidance previously provided under Executive Order 13123, are allowed as
grandfathered. However, any RECs or renewable energy purchases obtained under a
contract following changes to that existing contract other than exercising existing options
are not grandfathered and must comply with these requirements to be counted against
the EPACT 2005 or EO13423 Requirements.

REC or renewable energy purchases that are acquired through a Request for Proposal
(RFP) issued prior to publication of this guidance will also be grandfathered. Projects
that can be shown to be part of a documented acquisition plan approved prior to
publication of this guidance will also be grandfathered. All Grandfathering exemptions
will expire as of September 30, 2011.

Purchases based on new renewable energy sources of non-electric energy may also be
grandfathered under these provisions, but can only be counted toward the EO13423
Requirement.

3.3.3 Purchases Not Qualified for Credit

That portion of renewable energy/RECs that is used by another party (including electric
service providers who claim ownership of renewable energy attributes to meet
renewable portfolio standards), or transferred or sold by the Federal agency to a third
party, cannot be counted toward the EPACT 2005 or EO13423 Requirement.

Agencies may not count renewable energy or REC purchases from resources that are
included in the utility’s normal generation mix. Agencies may not count renewable
energy or REC purchases that have been paid for by captive utility ratepayers unless the
revenue from the further sale of the renewable energy or RECs is returned to those
ratepayers or used for new renewable energy development.

Note that a REC supplier may retire RECs on the Federal government’s behalf in those
states with REC tracking systems that allow RECs to be retired by the supplier on behalf
of the purchaser.

3.3.4 “Vintage” Requirements

RECs purchased for use in a given contract year must meet REC “vintage”
requirements, i.e., the energy they represent must be generated during the same

Federal Renewable Energy Requirement Guidance- January 28, 2008
Page 11 0f 16




defined contract year. They may also be generated six (6) months immediately
preceding each contract year of the period of performance, or three (3) months
immediately following each contract year of the period of performance. This is
consistent with recommended practice for the EPA Green Power Partnerships.®

Guidance and sample language regarding this requirement will be updated periodically
as industry practice and market conditions change over time and will be available on the

FEMP website at http.//www1.eere.energy.gov/femp/about/legislation.htmi.
3.3.5 Third-Party Verification

Requests for Proposals (RFPs) shall include provisions that address the issues
discussed in this guidance, and suppliers should certify that their product meets the
requirements of this guidance. RFPs shall also include a “Third Party Verification”
requirement as described below:

All Federal agency renewable energy/REC RFPs must include Third Party
Verification audit requirements for the purchase. The purpose of this
requirement is to prevent fraud, to ensure that Federal renewable energy/REC
purchases are not double-counted, to ensure that the Federal government
receives the renewable energy and non-energy benefits associated with their
renewable energy/REC purchases, to ensure that vintage and other
requirements of this guidance are met, and to help standardize industry best
practices.

Guidance and sample language regarding this requirement will be updated periodically
as industry practice and market conditions change over time and will be available on the
FEMP website at http://www1.eere.energy.gov/femp/about/legisiation.html.

3.3.6 Purchases from Federal and Tribal Lands

See Section 3.4 for a discussion on how purchases from Federal land and tribal lands
receive a bonus under EPACT 2005.

3.4 Bonuses for Qualifying Renewable Energy

in accord with section 203 (c) of EPACT 2005, a bonus equivalent to doubling the
amount of renewable energy used or purchased is available if any of the following
conditions are met:

a) the renewable energy is produced and used on-site at a Federal facility;

b) the renewable energy is produced on Federal lands and used at a Federal
facility;

c) the renewable energy is produced on Indian land as defined in title XXVI of the
Er}1ergy Policy Act of 1992 (25 U.S.C. 3501 et seq.) and used at a Federal facility;
or

® More information on vintage requirements and best practices can be found in this document:
http://iwww.epa.gov/greenpower/pdf/gpp partnership regs.pdf

1% 42 U.S.C. 15825(c) Projects or purchases that qualify for the bonus may report double the
renewable energy used or purchased by the Federal agency.
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d) the electricity produced on-site at a Federal facility is sold to a third party, but the
power purchase contract explicitly states that the Federal agency retains
ownership of the related RECs and non-energy attributes. Moreover, the energy
buyer is precluded from representing that such purchased energy is “renewable”
for any purpose (e.g., to meet a state renewable portfolio standard, in public
disclosure statements, press releases, or bill inserts, etc). All renewable energy
and non-energy attributes must be retained by the site.

The bonus is only available to qualified renewable energy sources that produce
electricity on Federal or Indian lands. Non-electric energy from renewable sources is not
eligible for the bonus.

3.4.1 Bonus Transferability Between Agencies

If one Federal agency transfers the renewable energy and the associated RECs
produced on its land to another Federal agency, the purchasing agency may receive
double credit for each kWh purchased. The agencies may also negotiate other divisions
of the RECs and bonus credits between the agencies, as long as the total does not
exceed the amount of renewable energy generated plus the bonus and the division is
clearly documented.

3.4.2 Bonus and REC Transfers to Parties Outside the Federal Government

If an agency transfers the RECs for a project that otherwise qualifies for the bonus to a
party outside the Federal government, it also gives up its right to count that amount of
renewable energy for its goal. It also gives up the right to claim the bonus for the energy
and renewable attributes associated with the RECs it sells unless RECs purchased from
other sources are used to cover the renewable energy production from the on-site
project as referenced in Section 3.2.2.

3.4.3 Bonus Limited to New Renewable Energy Sources

The intent of the bonus is to encourage the development of on-site renewable energy
projects. Therefore, this guidance honors that intent by limiting the bonus to new
renewable energy projects. To qualify for the bonus, projects and purchases must come
from new renewable energy sources placed in service after January 1, 1999. They must
also meet the other requirements specified in this guidance. Projects placed in service
on or before January 1, 1999 will not receive any bonus.

3.4.4 Bonus Available to Refurbished Facilities

A project originally placed in service on or before January 1, 1999 but that is rebuilt,
refurbished or modified significantly — involving greater than 80% of the original
equipment or changes that equal 80% or more of the original costs of the facility — will be
considered new for purposes of the bonus calculation under EPACT 2005 and the new
renewable energy requirement under EO13423.

3.4.5 Bonus Provisions for Projects that Convert Renewable Fuels to Electricity

Projects placed in service after January 1, 1999 that convert renewable fuels into useful
electric energy will be considered on-site projects that can qualify for the bonus if the

" Requirements a), b) and c) are from Section 203 (c) of the Energy Policy Act of 2005, (42
U.S.C. 15825(c)). Item d) addresses a possibility created by this guidance.
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primary equipment for converting the fuel to usable energy is located on Federal or
Indian lands, even if all or a portion of the fuel is delivered from non-Federal lands.

3.4.6 Bonus Impact on Greenhouse Gas Intensity and Information on Future
Guidance

Bonuses for renewable energy generation will not be used in calculating reductions in
agency greenhouse gas intensity.

Guidance and sample language regarding this requirement will be updated periodically
as industry practice and market conditions change over time and will be available on the

FEMP website at http://www1.eere.energy.qgov/femp/about/legislation.html.

3.5 Encouragement for Long-Term Contracts

Agencies are encouraged to enter into long-term contracts (10 years or longer) for the
purchase of renewable energy if the contract directly supports the development of new
renewable energy resources.

Where not prohibited by law, agencies are encouraged to enter into long-term power
purchase contracts for the supply of renewable energy that meet the requirements
below. Such a contract should be for a term of 10 years or longer and substantially
contribute to the development, financing, construction, and operation of a new
renewable project. In this situation, “substantially” means more than 10 percent of a
project or the equivalent of purchasing production of 3 MW of new renewable capacity

3.6 Internal Agency Renewable Energy Goals

The EPACT 2005 and EO13423 Requirements do not preclude agencies from setting
more aggressive renewable energy goals for themselves. Federal agencies are
encouraged to exceed the EPACT 2005 and EO13423 Requirements and establish
higher internal renewable energy goals.

4. Counting Renewable Energy Purchase Goals for Reducing Energy Intensity

During FY 2007, agencies will continue to receive credit toward their energy reduction
goal from purchases of qualified electric and non-electric renewable energy sources.
From FY 2008 through FY 2011, the credit will gradually be reduced to zero as shown in
the table below.

Purchases of renewable energy or Renewable Energy Certificates (RECs) may only
contribute up to 60 percent of the annual energy reduction goal for FY 2008, and
gradually be reduced to zero by 2012.

Long-term REC purchases of 10 years or more of renewable energy that contribute to
the development of new renewable energy resources may only contribute up to 80
percent of the annual energy reduction goal for FY 2008 and gradually be reduced to
zero in 2012, as shown in the table below.
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Energy Maximum Contribution Maximum Contribution of
Fiscal Reduction of Renewable Energy Long-Term Renewable
Year Goal and REC Purchases Energy and REC
toward Energy Goal Purchases toward Energy
Goal
2003 Base Year RECSs and purchases not RECs and purchases not
applied in Base Year applied in Base Year
2007 4% No limit Not applicable
2008 9% 5.4% 7.2%
2009 12% 4.8% 7.2%
2010 15% 3.0% 6.0%
2011 18% 1.8% 3.6%
2012 21% 0.0% 0.0%

“The combined total of both regular and long-term renewable purchases may not
contribute more than the percentages shown in column 4 above.

Agencies will continue to receive appropriate credit for reducing greenhouse gas
emissions for all the renewable energy they use.

The phase out for counting renewable energy and REC purchases toward energy
intensity goals does not impact how agencies count these purchases toward renewable
energy goals.

5. Reporting

In accordance with Section 203(d) of EPACT 2005, the Secretary of Energy shall
provide a report to Congress on the progress of the Federal Government in meeting the
goals established by Section 203. (42 U.S.C. 15825(d)) To facilitate the development of
this report, agencies will annually submit a report to the Department of Energy detailing
their progress toward meeting the EPACT 2005 and EO13423 Requirements as part of
their regular annual energy data reporting. For the purposes of reporting energy
reduction goal progress, agencies should refer to DOE's reporting guidance for the
Annual Report on Federal Government Energy Management
(www.eere.energy.gov/femp/about/reporting_guidance.html). This guidance has been
updated to reflect reporting requirements for FY 2007 and in subsequent years will
reflect the provisions for phasing out the renewable energy credit toward energy intensity
goals.

Renewable sources of non-electric energy are included in calcuiating progress toward
the EO13423 Requirement for new renewable energy sources, but the EPACT 2005
Requirement specifies renewable electricity in the statutory language. Therefore,
progress in expanding renewable energy use will be reported without non-electric
sources of renewable energy for the EPACT 2005 Requirement. For the EO13423
Requirement non-electric renewable energy will be counted by converting to kilowatt-
hours (kWh) using methods explained and updated in DOE's reporting guidance for the
Annual Report on Federal Government Energy Management
(www.eere.energy.gov/femp/about/reporting_guidance.html).
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Agencies may, for a variety of reasons, have renewable projects or purchases that do
not meet the requirements of this guidance, including non-electric renewable energy.
Agencies are encouraged to include a section in their reports under this guidance
describing the actions they have taken to promote renewable energy production beyond
those accounted for under this guidance. FEMP will work with the agencies to develop
consistent formats and methods for reporting.
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